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INTRODUCTION 
 
Background 
 
Prior obligation has been part of the commission’s electric and gas rules since 1971. Today, it can be 
found in WAC 480-90-123, Refusal of service, for the gas industry and in WAC 480-100-123, Refusal of 
service, for the electric industry. These rules describe when a utility may or may not withhold utility 
service to residential applicants or customers. In particular, WAC 480-90-123(2) and WAC 480-100-
123(3) state that a utility may not refuse service to an applicant or customer who has a prior obligation. 
A prior obligation is the dollar amount, excluding any deposit owed, the utility has billed to the 
customer, for which it has not received payment at the time the utility disconnected service for 
nonpayment. The utility may collect the balance through traditional collection methods, but may not 
withhold service until the balance is paid. A copy of WAC 480-90-123 and WAC 480-100-123 are 
included as Attachments 1 and 2. 
 
In 1999, the commission began a complete review of gas and electric rules in Dockets UG-990294 and 
UE-990473. Final rules in these dockets were adopted in 2001. During the rulemaking, gas and electric 
companies opposed continuation of the prior obligation rules. Generally, companies claimed that the 
inability to withhold service increased uncollectible revenue amounts; that customers abused prior 
obligation by refusing to pay, even when they could afford to do so; and that customers repeatedly used 
prior obligation to the point that they owed thousands of dollars for service for which they did not pay.  
 
When the commission adopted the rules in 2001, it also discussed the need for information from 
regulated companies about the actual monetary impact of prior obligation on the companies’ revenues 
and uncollectibles. As a result, the commission issued an Order Instituting Investigation on September 
28, 2001, in Dockets UG-011352 and UE-011353. The order required companies to report, on a quarterly 
basis for 18 months, the number, frequency, and amounts associated with prior obligation.  
 
In June 2004, staff published its report on the prior obligation activity reported by the companies. Staff 
concluded that the number of customers who used prior obligation repeatedly was small and the level 
of unpaid prior obligation was small. Staff recommended the commission make no changes to the prior 
obligation rules. The commission subsequently took no action, and the rules remained as they were. 
 
2011 Report 
 
Consumer Protection staff received an increasing number of consumer complaints over the past several 
years regarding the application of the prior obligation rules. As a result, staff decided to collect the same 
information the companies reported for the June 2004 report, and to compare 2011 report data with 
the data from the 2004 report. The goal is to determine if there have been significant changes in prior 
obligation activity within the gas and electric industries. 
 
In December 2009, staff sent a data request to each gas and electric company. Staff requested 
companies collect and report, on a quarterly basis for 18 months, the number, frequency, and amounts 
associated with prior obligation, for the period January 1, 2010, through June 30, 2011. Staff has 
received the data from all companies and presents this data, compared with the same data from 2004, 
in this report. Staff annualized the data from 2004 and 2011 to present a one-year picture of the data.  
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The companies are Avista, Cascade Natural Gas (Cascade), Northwest Natural Gas (NW Natural), 
PacifiCorp, and Puget Sound Energy (PSE). For the purposes of this report, staff has combined the data 
from all companies to reflect an industry-wide, rather than a company-by-company, view of the effect of 
prior obligation. 
 
PSE Data 
 
The data PSE reported in 2004 is flawed. A comparison of the data reported by PSE regarding the 
number of occurrences of prior obligation in 2004 and 2011 is presented below. 
 

  
Total 

Customers 1 Prior 
% of 
Cust 2 Prior 

% of 
Cust 3 Prior 

% of 
Cust 4 Prior 

% of 
Cust 

5 or 
more 

% of 
Cust 

2004 
Report 1,404,881 95 0.01 0 0.00 0 0.00 0 0.00 0 0.00 

2011 
Report 1,649,629 7,651 0.46 1,126 0.07 220 0.01 44 0.00 22 0.00 

 
It is clear that the data reported in 2004 is not accurate. PSE was incorrectly applying prior obligation or 
it incorrectly reported the numbers. In either case, using the actual data reported would reflect an 
inaccurate, incredibly large increase in prior obligation usage. The same problem occurs for all of the 
data reported by PSE in 2004. Because of the flawed data, PSE’s reported data is not included in this 
analysis. For informational purposes, PSE’s reported data for 2011 is included as Attachment 5. 
 
Staff believes the data reported by PSE for the 2011 report is accurate, so staff can use the 2011 report 
data as a basis for comparison to future data. 
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DATA PRESENTATION 
 
Number of Prior Obligation Uses 
 
The following table represents the number of times, on an industry-wide basis, that customers needed 
to use prior obligation.  
 

  
Total 

Customers 1 Prior 
% of 
Cust 2 Prior 

% of 
Cust 3 Prior 

% of 
Cust 4 Prior 

% of 
Cust 

5 or 
more 

% of 
Cust 

2004 
Report 576,090 11,523 2.00 2,728 .47 746 .13 249 .04 51 .01 

2011 
Report 731,593 15,555 2.13 2,440 .33 756 .10 294 .04 338 .05 

 
The data shows a slight increase in the number of residential customers that used prior obligation one 
time, from 2 percent of total customers in the 2004 report to 2.13 percent of total customers in the 
2011 report. Overall, the number is still small – just about 2 percent of all customers. Additionally, the 
number of customers that used prior obligation more than one time has remained steady or, in some 
cases, actually decreased. In the 2004 report, .47 percent of customers used prior obligation twice, 
compared with .33 percent in the 2011 report. The percentages of customers that used prior obligation 
three times decreased slightly, from .13 percent in the 2004 report to .10 percent in the 2011 report. 
The number of customers that used prior obligation four times remained the same (.04 percent) in the 
2004 and in 2011 reports. The percentage of customers that used prior obligation five or more times has 
increased slightly, from less than .01 percent in the 2004 report to .05 percent in the 2011 report. 
 
Prior Obligation Amounts Collected 
 
When a customer is disconnected and does not pay the past due amount before reconnection, the 
amount due is considered prior obligation. The company may use traditional methods to collect that 
amount, either on its own or through a collection agency. In some cases, the company is successful in its 
collection efforts and the customer pays the prior obligation. The following table represents the success 
rate in collecting prior obligation amounts. 
 

  Total Prior Collected % 

2004 Report 3,392,725 2,292,377 67.57 

2011 Report 4,693,112 1,739,453 37.06 

 
The amount of prior obligation companies have been able to collect has declined. In the 2004 report, 
companies collected over 67 percent of the prior obligation amounts. However, in the 2011 report, 
companies collected not quite 40 percent of total prior obligation amounts due.  
 
Uncollected Prior Obligation 
 
When a customer does not pay the amount he or she owes the utility company, including any prior 
obligation, that amount becomes uncollectible. The company records it as an uncollectible on its books. 
The following tables represent the effect prior obligation has on the companies’ uncollectible amounts 
compared to total revenue. 
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Residential uncollectibles as a percentage of revenue 

  Revenue Uncollectibles % 

2004 Report 430,676,314 3,826,311 .89 

2011 Report 636,499,010 6,478,811 1.02 

    

    Unpaid prior obligation as a percentage of revenue 

  Revenue Unpaid Prior % 

2004 Report 430,676,314 1,100,348 .26 

2011 Report 636,499,010 2,953,660 .46 

 
The data shows that overall, companies’ uncollectible amounts as a percentage of revenue have 
increased slightly. In the 2004 report, companies were unable to collect .89 percent of revenue; in the 
2011 report, that number increased to 1.02 percent of revenue.  
 
Likewise, unpaid prior obligation as a percentage of revenue has increased. In the 2004 report, the 
amount companies were unable to collect due to unpaid prior obligation was .26 percent of revenue; in 
the 2011 report, that number increased to .46 percent of revenue. 
 
However, the number remains low. Unpaid prior obligation is less than one-half of one percent of the 
companies’ overall revenue. 
 
Other States’ Data 
 
In order to compare the possible effects of prior obligation on Washington’s regulated utility companies, 
staff surveyed other state regulatory agencies that do not have a similar prior obligation requirement. 
Staff asked states to report the amount of total revenue and total uncollectibles for regulated gas and 
electric companies. The response to that request is presented in the following table. 
 

Uncollectible Information From Other States For Calendar Year 2010, Reported in 2011 

 
Revenue Uncollectible 

Uncollectibles as a 
percent of Revenue 

Indiana Electric Companies 5,657,766,677 21,921,585 0.39 

Indiana Gas Companies 1,768,875,979 12,579,815 0.71 

Tennessee Gas & Electric 
Companies 594,079,006 2,338,547 0.39 

Oregon Gas & Electric Companies 1,757,267,331 12,977,736 0.74 

Florida Power Corp. 4,337,697,253 14,806,031 0.34 

Total 14,115,686,246 64,623,714 0.46 

 
For all states combined, the total percentage of uncollectibles is .46 percent. This is less than the 1.02 
percent experienced by regulated Washington companies. The most reasonable comparison to 
Washington is Oregon. Both are northwest states with similar sources of power and similar regulatory 
structures, although Oregon does not have a prior obligation requirement. Oregon’s uncollectibles are 
.74 percent, slightly lower than that of Washington at 1.02 percent.
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CONCLUSIONS 
 
Prior obligation activity is not a burden on company operations.   
 
Less than four percent of customers ever use prior obligation, even once. The number of customers that 
use prior obligation more than once is even smaller. Only five-one-hundredths of one percent of 
customers use prior obligation five or more times. The argument that customers repeatedly use and 
abuse the prior obligation provision is not supported by the data. 
 
Even when prior obligation is used, the company often collects the prior amount. Companies reported 
that almost 40 percent of the amount attributable to prior obligation is collected.  
 
Company uncollectible amounts, including prior obligation, as a percentage of revenue have increased 
slightly. In 2004, companies were unable to collect .89 percent of revenue. In 2011, that number 
increased to 1.02 percent of revenue. The same trend is true for uncollected prior obligation. In 2004, 
the amount companies were unable to collect due to unpaid prior obligation was .26 percent of 
revenue. In 2011, that number increased to .46 percent of revenue. 
 
Company uncollectible amounts are reasonable when compared to other similar states. Oregon does 
not have a prior obligation rule. Oregon’s uncollectible rate is .74 percent of total revenues. This is 
slightly lower than Washington, which has an uncollectible rate of 1.02 percent. The existence of prior 
obligation does not unduly disadvantage regulated Washington energy companies. 
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ATTACHMENT 1 
 
WAC 480-90-123 Refusal of service.  
  
(1) A gas utility may refuse to provide new or additional service if: 
     (a) Providing service does not comply with government regulations or accepted natural gas industry 
standards; 
     (b) In the utility's reasonable judgment, the applicant's or customer's installation of piping or gas 
burning equipment is considered hazardous or of such a nature that safe and satisfactory service cannot 
be provided; 
     (c) The applicant or customer does not comply with the utility's request that the applicant or 
customer provide and install protective devices, when the utility, in its reasonable judgment deems such 
protective devices are necessary to protect the utility's or other customers' properties from theft or 
damage; 
     (d) After reasonable efforts by the responsible party, all necessary rights of way, easements, 
approvals, and permits have not been secured; or 
     (e) The customer is known by the utility to have tampered with or stolen the utility's property, used 
service through an illegal connection, or fraudulently obtained service and the utility has complied with 
WAC 480-90-128(2), disconnection of service. 
     (2) A gas utility may not refuse to provide new or additional service to a residential applicant or 
residential customer who has a prior obligation. A prior obligation is the dollar amount, excluding 
deposit amounts owed, the utility has billed to the customer and for which the utility has not received 
payment at the time the service has been disconnected for nonpayment. The utility must provide 
service once the customer or applicant has paid all appropriate deposit and reconnection fees. This 
subsection does not apply to customers that have been disconnected for failure to honor the terms of a 
winter low-income payment program. 
     (3) The utility may not refuse to provide service to an applicant or customer because there are 
outstanding amounts due from a prior customer at the same premises, unless the utility can determine, 
based on objective evidence, that a fraudulent act is being committed, such that the applicant or 
customer is acting in cooperation with the prior customer with the intent to avoid payment. 
     (4) The utility may refuse to provide new or additional service for reasons not expressed in subsection 
(1) of this section, upon prior approval of the commission. The commission may grant the request upon 
determining that the utility has no obligation to provide the requested service under RCW 80.28.110. 
Prior to seeking commission approval, the utility must work with the applicant or customer requesting 
service to seek resolution of the issues involved. 
     (5) Any applicant or customer who has been refused new or additional service may file with the 
commission an informal complaint under WAC 480-07-910, Informal complaints; or a formal complaint 
under WAC 480-07-370, Pleadings -- General. 
 
 
  

http://apps.leg.wa.gov/WAC/default.aspx?cite=480-90-128
http://apps.leg.wa.gov/RCW/default.aspx?cite=80.28.110
http://apps.leg.wa.gov/WAC/default.aspx?cite=480-07-910
http://apps.leg.wa.gov/WAC/default.aspx?cite=480-07-370
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ATTACHMENT 2 
 
WAC 480-100-123 Refusal of service.  
(1) An electric utility may refuse requests to provide service to a master meter in a building with 
permanent occupants when all of the following conditions exist: 
     (a) The building or property has more than one dwelling unit; 
     (b) The occupants control a significant part of the electricity used in the individual units; and 
     (c) It is cost-effective for the occupants to have the utility purchase and install individual meters 
considering the long-run benefits of measuring and billing each occupant's electric use separately. 
     (2) The utility may refuse to provide new or additional service if: 
     (a) Providing service does not comply with government regulations or the electric industry accepted 
standards concerning the provision of service; 
     (b) In the utility's reasonable judgment, the applicant's or customer's installation of wiring or 
electrical equipment is considered hazardous or of such a nature that safe and satisfactory service 
cannot be provided; 
     (c) The applicant or customer does not comply with the utility's request that the applicant or 
customer provide and install protective devices, when the utility, in its reasonable judgment deems such 
protective devices are necessary to protect the utility's or other customers' properties from theft or 
damage; 
     (d) After reasonable efforts by the responsible party, all necessary rights of way, easements, 
approvals, and permits have not been secured; or 
     (e) The customer is known by the utility to have tampered with or stolen the utility's property, used 
service through an illegal connection, or fraudulently obtained service and the utility has complied with 
WAC 480-100-128(2), disconnection of service. 
     (3) An electric utility may not refuse to provide new or additional service to a residential applicant or 
residential customer who has a prior obligation. A prior obligation is the dollar amount, excluding 
deposit amounts owed, the utility has billed to the customer and for which the utility has not received 
payment at the time the service has been disconnected for nonpayment. The utility must provide 
service once the customer or applicant has paid all appropriate deposit and reconnection fees. This 
subsection does not apply to customers that have been disconnected for failure to honor the terms of a 
winter low-income payment program. 
     (4) The utility may not refuse to provide service to an applicant or customer because there are 
outstanding amounts due from a prior customer at the same premises, unless the utility can determine, 
based on objective evidence, that a fraudulent act is being committed, such that the applicant or 
customer is acting in cooperation with the prior customer with the intent to avoid payment. 
     (5) The utility may refuse to provide new or additional service for reasons not expressed in 
subsections (1) and (2) of this section, upon prior approval of the commission. The commission may 
grant the request upon determining that the utility has no obligation to provide the requested service 
under RCW 80.28.110. Prior to seeking commission approval, the utility must work with the applicant or 
customer requesting service to seek resolution of the issues involved. 
     (6) Any applicant or customer who has been refused new or additional service may file with the 
commission an informal complaint under WAC 480-07-910, Informal complaints; or a formal complaint 
under WAC 480-07-370, Pleadings – General. 
 

 

 

http://apps.leg.wa.gov/WAC/default.aspx?cite=480-100-128
http://apps.leg.wa.gov/RCW/default.aspx?cite=80.28.110
http://apps.leg.wa.gov/WAC/default.aspx?cite=480-07-910
http://apps.leg.wa.gov/WAC/default.aspx?cite=480-07-370
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ATTACHMENT 4 

PRIOR OBLIGATION DATA 
          AUGUST 2011 

           

            Occurrence of prior obligation among residential customers 
       

      
  

Total 
Customers 1 Prior 

% of 
Cust 2 Prior 

% of 
Cust 3 Prior 

% of 
Cust 4 Prior 

% of 
Cust 

5+ 
Prior 

% of 
Cust 

Avista-2004 
Report 302,649 8,409 2.78 2,167 0.72 651 0.22 225 0.07 39 0.01 

Avista-2011 
Report 343,445 13,283 3.87 1,675 0.49 423 0.12 118 0.03 52 0.02 

            

  
Total 

Customers 1 Prior 
% of 
Cust 2 Prior 

% of 
Cust 3 Prior 

% of 
Cust 4 Prior 

% of 
Cust 

5+ 
Prior 

% of 
Cust 

PP&L-2004 
Report 97,154 1,228 1.26 305 0.31 54 0.06 13 0.01 11 0.01 

PP&L-2011 
Report 155,132 688 0.44 337 0.22 171 0.11 107 0.07 217 0.14 

            

  
Total 

Customers 1 Prior 
% of 
Cust 2 Prior 

% of 
Cust 3 Prior 

% of 
Cust 4 Prior 

% of 
Cust 

5+ 
Prior 

% of 
Cust 

CNG-2004 
Report 133,065 193 0.14 29 0.02 7 0.01 3 0.00 0 0.00 

CNG-2011 
Report 169,379 1,114 0.66 226 0.13 69 0.04 32 0.02 19 0.01 

            

  
Total 

Customers 1 Prior 
% of 
Cust 2 Prior 

% of 
Cust 3 Prior 

% of 
Cust 4 Prior 

% of 
Cust 

5+ 
Prior 

% of 
Cust 

NW Nat-2004 
Report 43,222 1,694 3.92 227 0.53 33 0.08 7 0.02 1 0.00 

NW Nat-2011 
Report 63,637 470 0.74 202 0.32 93 0.15 37 0.06 51 0.08 

            

  
Total 

Customers 1 Prior 
% of 
Cust 2 Prior 

% of 
Cust 3 Prior 

% of 
Cust 4 Prior 

% of 
Cust 

5+ 
Prior 

% of 
Cust 

Totals-2004 
Report 576,090 11,523 2.00 2,728 0.47 746 0.13 249 0.04 51 0.01 

Totals-2011 
Report 731,593 15,555 2.13 2,440 0.33 756 0.10 294 0.04 338 0.05 
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Prior Obligation Paid by Customer - Not written off as 
uncollectible 

        Total Prior Collected %   Uncollected % 
     Avista-2004 

Report 2,506,471 1,926,059 76.84   580,412 23.16 
     Avista-2011 

Report 2,376,269 755,532 31.79   1,620,737 68.21 
     

              Total Prior Collected %   Uncollected % 
     PP&L-2004 

Report 464,247 37,952 8.17   426,295 91.83 
     PP&L-2011 

Report 1,000,729 0 0.00   1,000,729 100.00 
     

     
  

        Total Prior Collected %   Uncollected % 
     CNG-2004 

Report 39,331 10,753 27.34   28,578 72.66 
     CNG-2011 

Report 1,163,467 983,921 84.57   179,546 15.43 
     

              Total Prior Collected %   Uncollected % 
     NW Nat-2004 

Report 382,676 317,613 83.00   65,063 17.00 
     NW Nat-2011 

Report 152,647 0 0.00   152,647 100.00 
     

 
          

        Total Prior Collected %   Uncollected % 
     Totals-2004 

Report 3,392,725 2,292,377 67.57  1,100,348 32.43 
     Totals-2011 

Report 4,693,112 1,739,453 37.06  2,953,660 62.94 
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        Residential uncollectibles as a % of revenue 
    

 
2004 Report 

   
2011 Report 

  

  Revenue 
Uncollectibl

e % 
 

Revenue 
Uncollectibl

e % 

Avista 212,209,665 2,051,227 0.97 
 

320,193,845 3,195,856 1.00 

PP&L 74,921,208 1,089,238 1.45 
 

121,981,743 1,805,139 1.48 

CNG 113,051,503 495,460 0.44 
 

137,979,946 1,028,253 0.75 

NW 
Natural 30,493,938 190,386 0.62 

 
56,343,476 449,563 0.80 

Totals 430,676,314 3,826,311 0.89 
 

636,499,010 6,478,811 1.02 

        

        Unpaid prior obligation as a % of revenue 
    

 
2004 Report 

   
2011 Report 

  

  Revenue 
Unpaid 

Prior % 
 

Revenue 
Unpaid 

Prior % 

Avista 212,209,665 580,412 0.27 
 

320,193,845 1,620,737 0.51 

PP&L 74,921,208 426,295 0.57 
 

121,981,743 1,000,730 0.82 

CNG 113,051,503 28,578 0.03 
 

137,979,946 179,546 0.13 

NW 
Natural 30,493,938 65,063 0.21 

 
56,343,476 152,647 0.27 

Totals 430,676,314 1,100,348 0.26 
 

636,499,010 2,953,660 .46 

        

        Unpaid prior obligation as a % of uncollectibles 
    

 
2004 Report 

   
2011 Report 

  

  Uncollectible 
Unpaid 

Prior % 
 

Uncollectible 
Unpaid 

Prior % 

Avista 2,051,227 580,412 28.30 
 

3,195,856 1,620,737 50.71 

PP&L 1,089,238 426,295 39.14 
 

1,805,139 1,000,730 55.44 

CNG 495,460 28,578 5.77 
 

1,028,253 179,546 17.46 

NW 
Natural 190,385 65,063 34.17 

 
449,563 152,647 33.95 

Totals 3,826,311 1,100,348 28.76 
 

6,478,811 2,953,660 45.59 
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ATTACHMENT 5 

PSE Data 

Occurrence of prior obligation among residential customers (PSE only) 
     

  
Total 

Customers 
1 

Prior 
% of 
Cust 

2 
Prior 

% of 
Cust 

3 
Prior 

% of 
Cust 

4 
Prior 

% of 
Cust 

5 or 
more 

% of 
Cust 

PSE-
2011 
Report 1,649,629 7,651 0.46 1,126 0.07 220 0.01 44 0.00 22 0.00 

            

            Prior Obligation Paid by Customer - Not written off as uncollectible (PSE only) 
       Total Prior Collected %   Uncollected % 

     PSE-2011 Report 4,151,697 1,761,237 42.42   2,390,460 57.58 
     

            

            Residential uncollectibles as a % of revenue (PSE only) 
         Revenue Uncollectible % 

        PSE Report 1,866,192,351 12,118,053 0.65 
        

            

            Unpaid prior obligation as a % of revenue (PSE only) 
         Revenue Unpaid Prior % 

        PSE Report 1,866,192,351 2,390,460 0.13 
        

            

            Unpaid prior obligation as a % of uncollectibles (PSE only) 
         Uncollectible Unpaid Prior % 

        PSE Report 12,118,053 2,390,460 19.73 
         


